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US WEST REPLY COMMENTS

U S WEST, Inc. addresses the following three subjects in this reply: (a) schedul-

ing of the remaining broadband PCS auctions; (b) extending installment payments and/or

bidding credits to only sone bidders in the D and E block auction; and (c) additional

steps the Commission can take to promote small business entry into the CMRS market. 1

I. There Is Industry Consensus that the D, E, and F Block
Auctions Should Commence as Quickly as Possible

There is only one isme, of the many raised in the Notice, on which it can be said

that there is industry conselSUS - namely, that "it is critical that the licenses for the re-

IUS WEST also supports the majority view that the FCC should replace the current multiplicity of attri­
bution standards, including the 20% cellular attribution rule, with one simple control test. See, e.g., ALL­
TEL at 8; AT&T at 10-11; BellSouth at 11-12; GTE at 10-13; Western Wireless at 20-24. See also Cincin­
nati Bell at 4-5; CTIA at 11-15. Control should be defined as affirmative or negative control, and the same
control standard should be used uniformly with all interests, including general partnership interests. See,
e.g., BellSouth at 12.



maining blocks of PCS spectrum be awarded as promptly as possible.,,2 This view is

shared by incumbent cellular carriers, A and B block PCS licensees, participants in the C

block auction, and firms inh~nding to bid in the remaining D, E, and F block auctions.3

The Commission, 1\.orth Coast has observed, "must move swiftly" in auctioning

the remaining PCS blocks' if future 10 MHz licensees are to have any reasonable chance

to compete with incumbent CMRS licensees, and with the A, Band C block licensees.,,4

And as AirLink has aptly slated, "[i]n the race to provide wireless services, time is a di-

rect competitive advantage' .

[E]very day of delay in the auction will cost [the remaining PCS] licensees
money and possibly marketshare. 5

Delays in licensing can have enormous ramifications in all facets of one's busi-

ness. Among other things delays can "hurt winners with their ability to obtain equip-

ment in a timely fashion.,,6

Given all these con~iderations, coupled with the statutory mandate that new radio

services be deployed "rapid[ly] ... without administrative or judicial delays,"? the

2 Spectrum Resources at 2.

) See, e.g., GTE at 2-3; Gulfstream at 5; North Coast at 3-4; PCIA at 4; Phoenix at 4; Roseville at 2; and
U.S. Intelco at 2.

4 North Coast at 3-4. See also PCIA at 4 ("Bringing the D, E, and F Block PCS auctions to a rapid close
and licensing new entrants expeditiously is critical to wireless competition.").

j AirLink at 12-13.

(, Gulfstream at 6.

7 47 U.S.c. § 309U)(3)(A).
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Commission should, as U.~. Intelco urges, "proceed with all due speed."s Like other

commenters,9 U S WEST n~mains convinced that July 1996 remains a realistic date to

h
. . . 10

commence t e remammg au~tlOns.

II. Special Preferences Should Not be Extended to
the D and E Block 1\uctions

The Commission ha~ reserved exclusively for entrepreneurs and small businesses

48% of all broadband PCS licenses, which encompass one-third of all licensed broadband

PCS spectrum and one-third of all available pops. II Nevertheless, many small businesses

now complain that the Com mission has not done enough for them and that, as a result, it

should extend to the D and E blocks the bidding credits and installment payment plans

available in the F block - i t' not set aside these blocks for small businesses as well. 12

8 U.S. Intelco at 2.

9 See, e.g., Phoenix at 4.

10 A small minority of F block-eligible commenters urges the FCC to defer commencement of the F block
auction to give them additional time to attract investors or acquire financing. See, e.g., National Telecom
PCS at 6 (no earlier than 120 days after close of C auction). If the FCC decides to grant this request, it
should nonetheless proceed expeditiously with the D and E block auction. Small businesses which have
wisely used this time to acquire needed financing could still participate in the D and E auction, and inex­
perienced bidders could use the information gleaned from the D and E auction in refining their business
plans and in developing their bidding strategy for the F block auction. On the other hand, if the FCC de­
nies this deferral request and deCides to hold one simultaneous auction, it should, as PCIA recommends, be
prepared to separate the auction if litigation threatens to derail one of the 10 MHz auctions. See PCIA at
15.

II The FCC has also adopted small business preferences for the 25 MHz comprising the General Wireless
Communications Services. See.O WCS Second Report and Order, II FCC Rcd 624 (1995).

12 The experience in the C block auction confirms that there is little practical difference between an exclu­
sive set-aside and the discriminatory extension of bidding credits and installment payment plans - given
that over 99% of C block applicants claimed small business status. As a practical matter, therefore, the C
block auction was, in reality, a set-aside for smaIl business.
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Congress did, indeed, establish as one objective of any auction the goal of

"disseminating licenses among a wide variety of applicants, including small busi-

nesses.,,13 Congress did not say, however, that licenses in a capital-intensive industry

should be awarded predomi!lately to small businesses. 14 And of critical significance, the

dissemination objective is mly one of several objectives Congress articulated. Other,

equally important objectives are the "rapid deployment of new technologies, products,

and services for the benefit )f the public" and the "efficient and intensive use of the elec-

tromagnetic spectrum," wt,ich is widely understood to mean that licenses should be

awarded to the entities valumg them the most. IS

U S WEST documented in its comments that the extension of F block preferences

to the D and E blocks would almost certainly preclude the D and E licenses from being

assigned to the firms placing the highest value on their use and to the firms best posi-

tioned to provide service to the public. 16 U S WEST showed that the availability of bid-

ding credits and installmen1 payments will skew the auction results and almost guarantee

that many licenses will be awarded to the highest-risk ventures least capable of building a

system and providing servile.

13 47 U.S.c. § 309G)(3)(B).

14 It bears emphasis that "small" businesses tend to be privately held, with profits (or government benefits)
disbursed to a handful of principals rather than to the public. "Large" businesses, in contrast, tend to be
widely held by the public. Stock in U S WEST, for example, is held by more than one million shareown­
ers, with profits either disbursed to these shareholders or reinvested on their behalf. It cannot be said,
therefore, that "smalI" businesse~, are inherently better than "large" businesses.

15 See 47 U.S.c. § 309G)(3)(A) and (D)

16 See US WEST Comments at -5 and US WEST Attachment A (economic paper by Professor Harris).
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The Commission has previously determined that the "record does not support"

extending C and F block preferences to other broadband PCS auctions. 17 The experience

with the current C block auction confirms that, whatever the merits of using bidding

credits and installment payment plans in the F block auction, such preferences should not

be extended to the D and E hlock auction.

It bears repeating that the overriding purpose of this proceeding is neither to raise

revenues for the federal tre,lsury nor to award licenses to small businesses. Rather, the

"primary" purpose of this proceeding "is to create competition":

By creating competition, we will increase the quality and the range of services
available, and we wi 11 lower prices to consumers. What matters is whether we
award licenses efficiently and quickly to those who value them most highly
and who will compete most aggressively. If we succeed in this goal, we will
create the greatest number of new jobs and stimulate new capital investment ..

18

This objective will best be realized if C and F block preferences are not extended

to the D and E block auction, thus ensuring that the licenses are indeed awarded to those

who value the spectrum the most.

III. Eliminating the Restrictions on Disaggregation and Partitioning Would
Provide Meaningful Relief to Small Businesses

U S WEST believe, there is more the Commission can do for small businesses

than establish license set-a"ides and special government-funded preferences - specifi-

17 See Fifth PCS Memorandum Opinion and Order, 10 FCC Red 403, 414 at~ 15 (1994).

18 Statement of Chairman Reed Hundt, 1994 FCC LEXIS 5990 (Dec. 1,1994).
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cally, eliminate existing resrrictions on spectrum disaggregation and geographic partition-

ing. In fact, U S WEST believes that elimination of such restrictions would do more in

assisting truly small businesses to enter the CMRS market than would preferences, espe-

cially since preferences are mevitably bid away.

The Commission has already determined that disaggregation and partitioning

serve the public interest by among other things, encouraging use of spectrum-conserving

technologies, promoting innovation, and facilitating the provision of new services in un-

derserved areas. 19 The Commission has also noted, correctly, that disaggregation and

partitioning can offer "suhstantial opportunities for small businesses, including those

owned by women and minorities.,,2o

Small businesses can be innovative. They often also know very well their com-

munity and their neighbors needs. The problem small businesses face is that the capital

requirements to enter the C\1RS market, even with the smallest 10 MHz BTA license, are

huge given their size. Not only must small businesses pay large sums to acquire the li-

cense, but they must also pay additional large sums to remove microwave licensees and

to build a system - all before receiving a single penny in revenue?1 This capital prob-

19
See, e.g., MDS Report and Ord~, 10 FCC Rcd 9589, 9614-15 at 1 47 (1995).

20 OWCS Second Report and Or!kr, 11 FCC Rcd 624, 660 at 1 91 (1995). See a/so id. 6651 105 (1995)
("[P]artitioning may help provide additional opportunities for small businesses to participate in providing
OWCS-based services to customers."); MDS Report and Order, 10 FCC Rcd 9589, 9604 at 1 24,9615 at 1
47 (1995)(Partitioning "will pennit broad participation from entities of all sizes" and will "encourage par­
ticipation by a wide variety of entities, includes small businesses, rural telephone companies, and busi­
nesses owned by members ofmi10rity groups and women.").

21 As some commenters note, tbere is an inherent tension in the concept of awarding broadband PCS li­
censes to small businesses. A small business spending millions (or billions) of dollars for licenses and then

Continued on Next Page
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lem can be minimized considerably if small businesses could acquire smaller slices of

spectrum - whether smaller in the size of the spectrum band or of the geographic serv-

mg area.

Permitting disaggregation and partitioning would create a "win-win" situation for

all involved. A licensee can generate revenue from spectrum it does not need or intend to

use, revenue which may prove invaluable in meeting other needs (e.g., system build-out).

The transferee would enjoy business opportunities not otherwise available. However, the

true beneficiary would be he public, which will enjoy services and choices not previ-

ously available or planned.

As AT&T notes, the rationale for the current restrictions on disaggregation and

partitioning are no longer vllid.22 The Commission imposed a five-year ban on disaggre-

gation because of a fear that valuable 30 MHz licenses might be split to reduce the num-

ber of meaningful competitors to cellular carriers?3 However, there is little likelihood

that this will occur given th? results of the 30 MHz auctions.24 Indeed, given the amounts

spending additional millions (or billions) to build a system is no longer a small business - at least as that
tenn is customarily understood.

22 See AT&T at 11-12.

23 PCS Memorandum Opinjon and Order, 9 FCC Rcd 4957,4985 at ~ 69 (1994).

24 Two of the three largest bidders in the A and B block auctions were cellular carriers, or consortia of cel­
lular carriers, filling in holes in their CMRS coverage areas. The largest A and B block winner is an
IXC/cable TV consortium which obviously has business plans to compete against both the incumbent LEC
and the incumbent cellular carrit~r. None of these licensees has any incentive to disaggregate their spec­
trum blocks in a way to make it Iflore difficult to compete against the incumbents.
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paid for broadband PCS spectrum, it is clear that no licensee will transfer any of its spec-

trum unless it does not neec it to compete effectively in the market,25

Likewise, the Commission currently permits geographic partitioning of broadband

PCS spectrum, but only if the transferee is a rural telephone company. However, given

that all six PCS licensees can generally meet their construction requirements without

serving rural areas, and gh en that there is only one telephone company in anyone rural

area, consumers in many rural areas will not receive the benefits of increased competition

unless the Commission pennits partitioning to any entity - as it has done in other ar-

eas?6 If "partitioning is an efficient method of getting a license in the hands of an entity

that will provide rapid sen ice to rural areas,,,27 then partitioning should be permitted re-

gardless of whether the transferee is a landline telephone company.

The public benefit~ of disaggregation and partitioning will accrue regardless of

the size of the transferee. Consequently, although small businesses may be the most

likely candidates for disaggregated or partitioned licenses, the Commission should not

arbitrarily limit disaggrega1 ion and partitioning relief to small businesses.

25 Moreover, since the FCC imposed its five-year ban on disaggregation, CMRS providers have begun to
deploy digital air interfaces which are capable of serving far more customers compared to analog systems
like AMPS. With technologies like CDMA, a licensee may not need the entire 30 MHz to compete effec­
tively in the CMRS market.

26 MDS Report and Order, 10 FCC Rcd 9589,9666 at ~ 180 (1995), on recon., 10 FCC Rcd 13821, 13833
at ~~ 69-70 (1995). The FCC s also considering liberalization or elimination of the disaggregation and
partitioning restrictions in other proceedings. See, e.g., Competitive Biddin~ - 220 MHz Service, 11 FCC
Rcd 188, 274 ~ 177 (1995); Development of 800 MHz SMR Systems, FCC 95-501, at 264-65 ~~ 266-68
(Dec. 15, I995)(Second Further Notice of Proposed Rulemaking); Competitive Biddin~ - Pa~in~, FCC 96­
52, at 64 ~ 138 (Feb. 9, 1996)(Notice of Proposed Rulemaking).

27 Fifth PCS Report and Order, ( FCC Rcd 5532, 5599 at ~ 152 (1994).
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IV. Conclusion

For the foregoing reasons and those set forth in U S WEST's comments, the

Commission should commence at least the D and E block auctions (and, preferably, the F

block auction as well) in July, and it should not extend to the D and E auction any special

preferences. The Commission should also eliminate all restrictions on disaggregation and

partitioning.

Respectfully submitted,

U S WEST, Inc.
,,....--...-....., . /'-

, ! I, '

Dan L. Poole, Of Counsel

April 25, 1996
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(~ERTIFICATE OF SERVICE

I, Kelseau Powe, Jr. do hereby certify that on this 25th day of April, 1996, I

have caused a copy of the foregoing U S WEST REPLY COMMENTS to be served

via first-class United States Mail, postage prepaid, upon the persons listed on the

attached service list.

KeI au Powe, Jr.

*Via Hand-Delivery
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*James H. Quello
Federal Communications Commi.;sion
Room 802
1919 M Street, N.W.
Washington, DC 20554

*Susan P. Ness
Federal Communications Commission
Room 832
1919 M Street, N.W.
Washington, DC 20554

*Michele Farquhar
Federal Communications Commission
Room 5002
2025 M Street, N.W.
Washington, DC 20554

*International Transcription
Services, Inc.

Suite 140
2100 M Street, N.W.
Washington, DC 20037

Charles P. Featherstun
David G. Richards
BellSouth Corporation
1133 21st Street, N.W.
Washington, DC 20036

*Reed E. Hundt
Federal Communications Commission
Room 814
1919 M Street, N.W.
Washington, DC 20554

*Rachelle B. Chong
Federal Communications Commission
Room 844
1919 M Street, N.W.
Washington, DC 20554

*Mark Bollinger
Federal Communications Commission
Room 5322
2025 M Street, N.W.
Washington, DC 20554

John F. Beasley
William B. Barfield
Jim O. Llewellyn
BellSouth Corporation
Suite 1800
1155 Peachtree Street, N.E.
Atlanta, GA 30309-2641

George Petrutsas
Paul J. Feldman
Fletcher, Heald & Hildreth, PLC
11th Floor
1300 North 17th Street
Rosslyn, VA 22209

RTC



Carlos V. Roberts
Spectrum Resources, Inc.
Suite 101
307 Annandale Road
Falls Church, VA 22042

James U. Troup
L. Charles Keller
Arter & Hadden
Suite 400K
1801 K Street, N.W.
Washington, DC 20006
(3 Copies)

Armando L. Villareal
Ondas
426 University Drive
Corpus Christi, TX 78412

Joe D. Edge
Mark F. Dever
Drinker, Biddle & Reath
Suite 900
901 15th Street, N.W.
Washington, DC 20005
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Leon M. Kestenbaum
Nancy R. McCabe
Sprint Communications Company, Inc.
Suite 1100
1850 M Street, N.W.
Washington, DC 20036

Louis Gurman wwe
Doane F. Kiechel
Gurman, Blask & Freedman, Chartered
Suite 500
1400 16th Street, N.W.
Washington, DC 20036

William D. Chamblin, III
Conestoga Wireless Company
661 Moore Road
King of Prussia, PA 19406

Glenn S. Rabin
ALLTEL Service Corporation
Suite 220
655 15th Street, N.W.
Washington, DC 20005

Cathleen A. Massey
AT&T Wireless Services, Inc.
4th Floor
1150 Connecticut Avenue, N.W.
Washington, DC 20036

Jay L. Birnbaum
David H. Pawlik
Skadden,Arps, Slate,Meagher

& Flom
1440 New York Avenue, N.W.
Washington, DC 20005
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Michael F. Altschul
Randall S. Coleman
Andrea D. Williams
Cellular Telecommunications
Industry Association

Suite 200
1250 Connecticut Avenue, N.W.
Washington, DC 20036

Andre J. Lachance
GTE Service Corporation
Suite 1200
1850 M Street, N.W.
Washington, DC 20036

Mark J. Tauber
Mark J. O'Connor
Piper & Marbury, LLP
7th Floor
1200 19th Street, N.W.
Washington, DC 20036

R. Michael Senkowski
Katherine M. Holden
Wiley, Rein & Fielding
1776 K Street, N.W.
Washington, DC 20006

George Y. Wheeler
Koteen & Naftalin
1150 Connecticut Avenue, N.W.
Washington, DC 20036

PCIA

T&DSI

Philip L. Verveer
Jennifer A. Donaldson
Willkie, Farr & Gallagher
Suite 600
Three Lafayette Center
1155 21st Street, N.W.
Washington, DC 20036-3384

David Cosson
L. Marie Guillory
National Telephone Cooperative
Association

2626 Pennsylvania Avenue, N.W.
Washington, DC 20037

Mark J. Golden
Personal Communications Industry

Association
Suite 700
500 Montgomery Street
Alexandria, VA 22314-1561

Ashton R. Hardy
Hardy and Carely, LLP
Suite 255
111 Veterans Boulevard
Metairie, LA 70005

Paul C. Besozzi
Patton Boggs, LLP
2550 M Street, N.W.
Washington, DC 20037

CTIA

RADIOFONE

VCSI



Thomas E. Taylor
Douglas E. Hart
Frost & Jacobs
2500 Central Trust Center
201 East Fifth Street
Cincinnati, OH 45202

CBTC Jot D. Carpenter, Jr.
Telecommunications Industry Association
Suite 315
1201 Pennsylvania Avenue, N.W.
Washington, DC 20044-0407

Mateo R. Camarillo
Opportunities Now Enterprises (ONE) Inc.
Suite 201
8303 Clairemont Mesa Boulevarll
San Diego, CA 92111

Laurie L. Arthur
New Dakota Investment Trust
4513 Pin Oak Court
Sioux Falls, SD 57103

Philip M. Bradley
Integrated Voice System
Suite D
3806 Dunford Lane
Inglewood, CA 90305-2261

Gerard G. Adams
Columbia Cellular, Inc.
1122 East Green Street
Pasadena, CA 91106

Tom A. Albert
PersonalConnect Communications, LLC
2300 Carillon Point
Kirkland, WA 92033

Steven R. Bradley
Integrated Communications Group

Corporation
1122 East Green Street
Pasadena, CA 91106

Lawrence J. Movshin
Wilkinson, Barker, Knauer & Quinn
Suite 600
1735 New York Avenue, N.W.
Washington, DC 20006-5289

Curtis T. White
Allied Communications Group, Inc.
Suite 402
4201 Connecticut Avenue, N.W.
Washington, DC 20008-1158

CSC



Edward Hayes, Jr.
Attorney-at-Law
Third Floor
1155 Connecticut Avenue, N.W.
Washington, DC 20036

ACGI Carressa D. Bennet
Michael R. Bennet
Bennet & Bennet, PLLC
Suite 200
1831 Ontario Place, N.W.
Washington, DC 20009

AD HOC RURAL

Shelley Spencer
AirLink, LLC
Suite 300
3000 K Street, N.W.
Washington, DC 20007

Peter Cramton
Auction Strategy, Inc.
4405 Holly Hill Road
University Park, MD 20782

David J. Kaufman ACLP

Brown, Nietert & Kaufman, Chartered
Suite 600
1920 N Street, N.W.
Washington, DC 20036

Steven N. Teplitz AWIRAT

Fleischman and Walsh
Suite 600
1400 16th Street, N.W.
Washington, DC 20036

David L. Nace CONYRTC

Lukas, McGowan, Nace & Gutierrez
12th Floor
1111 19th Street, N.W.
Washington, DC 20036

William R. Richardson, Jr.
Lynn R. Charytan
Wilmer, Cutler & Pickering
2445 M Street, N.W.
Washington, DC 20037-1420

DC

Leonard J. Kennedy
Richard S. Denning
Dow, Lohnes & Albertson
Suite 800
1200 New Hampshire Avenue, N.W.
Washington, DC 20036-6802

DMC Steven A. Zecola
GO Communications Corporation
Suite 410
201 North Union Street
Alexandria, VA 22314



Richard H. Strodel
James E. Dunstan
Haley, Bader & Potts
Suite 900
4350 North Fairfax Drive
Arlington, VA 22203-1633

GCI Janice Obuchowski NEXTWAV

Halprin, Temple & Goodman & Sugrue
Suite 650 - East Tower
1100 New York Avenue, N.W.
Washington, DC 20005

Charla M. Rath
Freedom Technologies, Inc.
Suite 650 East
1100 New York Avenue
Washington, DC 20005

Lawrence R. Sidman PHOENIX

Verner, Liipfert, Bernhard, McPherson
and Hand

Suite 700
901 15th Street, N.W.
Washington, DC 20005

R. H. Moore
U.S. Intelco Wireless Communic:'ltions, Inc.
POB8
Olympia, WA 98507-008

James F. Ireland
Theresa A. Zeterberg
Cole, Raywid & Braverman
Suite 200
1919 Pennsylvania Avenue, N.W.
Washington, DC 20554

David S. Rendall
Rendall and Associates
5000 Falls of Neuse Road
Raleigh, NC 27609

Charles H. Harrathers, III
Hunton & Williams
951 East Byrd Street
Richmond, VA 23219

NCMC

VA PC

Charles H. Helein
Helein & Associates, PC
Suite 700
8180 Greensboro Drive
McLean, VA 22102

wpcs Ronald P. Burson
Gorsuch Management
603 West Wheeling Street
POB 190
Lancaster,OH 43130-0190



William S. Friedman
Tarragon Realty Advisors, Inc.
280 Park Avenue
20th Floor-East Building
New York, NY 10017

Michael T. Goulder
LCOR Incorporated
Suite 3606
101 Hudson Street
Jersey City, NJ 07302-3908
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Mich Podell
M. H. Podell Company
1201 Howard Avenue
Burlingame, CA 94010

Jack E. Robinson
National Telecom PCS, Inc.
Clearwater House
2187 Atlantic Street
Stamford, CT 06902


